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Economic  Trends  m  Eastern  Europe — I 
Czechoslovakia  and  Poland 


BY  VERA  MICHELES  DEAN 

AS  discussions  concerning  the  character  and  scope 
of  the  European  Recovery  Program  unfold  in  the 
United  States  and  Europe,  it  becomes  increasingly 
evident  that  sooner  or  later  the  productive  forces 
of  the  region  east  of  Germany  will  have  to  be 
tapped  for  the  long-term  reconstruction  of  the 
Western  nations  included  in  the  Marshall  plan — 
unless  Europe  either  becomes  permanently  depen¬ 
dent  on  American  resources  for  certain  essential 
f(X)ds  and  raw  materials,  with  the  resulting  neces¬ 
sity  of  greatly  increasing  American  appropriations 
for  the  ERP,  or  else  finds  new  alternative  sources 
of  supplies,  possibly  in  Africa, 

While  the  countries  of  Western  Europe  have 
been  weighing  the  possibility  of  obtaining  increased 
quantities  of  food,  coal,  oil  and  timber  from  the 
countries  of  Eastern  Europe,  the  latter  have  been 
examining  with  even  greater  concern  the  pros¬ 
pects  of  purchasing  in  the  West  the  machinery, 
tools,  and  various  kinds  of  technical  equipment 
without  which  their  elaborate  programs  of  inten¬ 
sive  industrialization  and  agricultural  moderniza¬ 
tion  will  be,  if  not  actually  unattainable,  at  least 
seriously  handicapped. 

The  Committee  of  Euroj^ean  Economic  Co-op¬ 
eration,  representing  the  sixteen  Marshall  plan  na¬ 
tions,  was  cautiously  optimistic  about  prospects  for 
resumption  of  East-West  trade  in  its  general  report 
of  September  21,  1947,  where  it  stated:  “It  is  rea¬ 
sonable  to  expect  that  the  westward  flow  of  food 
and  agricultural  and  forestry  products  will  gradu¬ 
ally  be  resumed.  Certainly  the  participating  coun¬ 
tries  intend  to  do  what  they  can  to  encourage  its 
resumption.  But  even  on  favorable  assumptions 
about  the  availability  of  supplies  in  the  east,  pro¬ 
gress  is  bound  to  be  slow,  and  the  abnormal  de¬ 
pendence  upon  the  American  Continent  will  re¬ 
main.”*  The  Department  of  State,  in  its  Outline  of 
European  Recovery  Program  submitted  to  the  Sen- 

I.  nepartment  of  State,  Committee  of  European  F.conomic  Co¬ 
operation,  General  Report  (Washington),  Publication  2930,  F.u- 
rofx-an  Series  28,  Vol.  I,  p.  43. 


ate  Foreign  Relations  Committee  on  December  19, 
1947,  struck  an  even  more  cautious  note,  declaring: 
“Since  the  economic  life  of  the  eastern  European 
countries  is  largely  controlled  by  political  forces  at 
present  opposed  to  a  program  of  general  European 
recovery,  there  can  be  no  certainty  that  this  in¬ 
crease  in  trade  (anticipated  by  the  CEEC)  will  ac¬ 
tually  occur.  If  it  does,  so  much  the  better;  if  not, 
then  recovery  in  the  west  of  Europe  will  be  slower 
and  more  difficult,  but  not  impossible  of  achieve¬ 
ment.”^  No  indication,  however,  was  given  by  the 
Department  of  State  that,  should  the  hope  for  at 
least  some  revival  of  East-West  trade  in  Europe 
fail  to  materialize,  the  United  States  might  be 
called  upon  to  provide  additional  funds  for  the 
ERP,  either  to  finance  increased  purchases  of 
American  goods  by  the  nations  of  Western  Europe, 
or  to  assist  those  nations  in  developing  alternative 
sources  of  supplies  in  other  continents. 

Meanwhile,  political  developments  in  Eastern 
Europe,  notably  the  Communist  seizure  of  power 
in  Czechoslovakia,  caused  some  American  op¬ 
ponents  of  the  ERP,  who  had  previously  criticized 
it  on  the  ground  that  it  would  constitute  an  unduly 
heavy  burden  on  this  country’s  taxpayers,  to  de¬ 
mand  that  the  nations  of  Western  Europe  receiv¬ 
ing  aid  under  the  Marshall  plan  should  be  pro¬ 
hibited  from  exporting  industrial  products  to  the 
East,  for  fear  that  such  exports  might  strengthen 
communism.  The  suggestion  was  even  made  that 
Britain  might  be  asked  to  abrogate  its  trade  agree¬ 
ment  with  the  U.S.S.R.  as  a  condition  of  receiving 
ERP  aid.^ 

In  view  of  the  problems  raised  by  this  discussion 
of  the  prospects  for  East- West  trade,  it  seems  use- 

2.  Outline  of  European  Recovery  Program,  Draft  Legislation 
and  Bacl^ground  Information,  submitted  by  the  Department  of 
State  for  the  use  of  the  Senate  Foreign  Relations  Committee, 
80th  Congress,  ist  Session  (Washington,  1948),  December  19, 
1947,  p.  51. 

3.  Sec  statements  by  Senator  Kenneth  S.  Wherry,  Republican, 
of  Nebraska  and  other  “revisionists"  on  March  4,  1948.  New 
York,  Times  and  Washington  Post,  March  5,  1948. 
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ful  to  assemble  such  information  as  is  available 
concerning  postwar  economic  trends  in  the  coun¬ 
tries  of  Eastern  Europe  and  the  Balkans,  in  the 
hope  of  finding  a  clue  to  their  future  actions/ 

COMMON  CHARACTERISTICS 

The  seven  countries  covered  in  this  and  the 
succeeding  Foreign  Policy  Report  have  undergone 
comparable  historical  development,  which  has 
brought  about  considerable  similarity  of  political, 
economic  and  social  conditions/  The  notable  ex¬ 
ception  to  this  generalization  is  Czechoslovakia 
which,  as  part  of  the  Austro-Hungarian  Empire 
for  three  centuries,  had  been  in  the  main  stream  of 
Western  civilization  to  a  far  greater  degree  than 
any  of  its  neighbors.  Poland,  although  influenced 
by  the  West,  had  been  thrice  partitioned  by  the 
empires  of  Germany,  Austria-Hungary  and  Rus¬ 
sia,  vastly  different  in  their  economic  and  social 
background.  All  the  countries  of  this  region,  from 
the  Baltic  to  the  Black  Sea,  have  experienced  the 
hardships  common  to  border  areas,  being  con¬ 
stantly  exposed  to  pressures  from  the  two  neigh¬ 
boring  superpowers,  Germany  and  Russia,  each 
of  which  has  in  modern  times  regarded  this 
strategic  region,  rich  in  food  and  raw  materials, 
as  its  sphere  of  influence.  The  Balkan  peoples, 
in  addition,  had  long  been  subjected  to  the  rule  of 
yet  another  great  power,  peculiarly  alien  to  their 
civilization — the  Ottoman  Empire  which,  in  its 
heyday,  held  sway  over  the  Slavs  now  constituting 
the  states  of  Yugoslavia  and  Bulgaria,  until  Russia 
helped  to  liberate  its  “Slav  brothers”  from  the 
Turkish  yoke  in  1878.  The  economic,  and  conse¬ 
quently  military,  weakness  of  these  border  lands, 
and  their  lack  of  political  experience  due  to  pro¬ 
longed  subjection  to  foreign  domination,  made  it 
impossible  for  them  to  oppose  effectively  either 
Germany  or  Russia.  Like  all  weak  peoples,  they 
learned  to  seek  safety  in  complex  maneuvers  de- 

4-  Valuable  information  on  economic  and  social  changes  in 
five  of  the  seven  countries  covered  in  this  report  and  the  suc¬ 
ceeding  report  (V.  M.  Dean,  “Economic  Trends  in  Eastern 
Europe-II,”  to  be  published  April  15,  covering  Albania, 
Bulgaria,  Hungary,  Rumania  and  Yugoslavia),  is  found  in 
operational  analysis  papers  (to  be  designated  here  as  OAP)  is¬ 
sued  in  1947  by  the  European  Regional  Office  of  UNRRA  in 
London  on  Albania,  Czechoslovakia,  Hungary,  Poland  and 
Yugoslavia.  In  the  case  of  the  two  other  countries — Bulgaria 
and  Rumania — where  UNRRA  did  not  operate,  only  scanty 
•naterial,  mostly  in  the  form  of  newspaper  reports,  is  available. 
A  good  brief  survey  of  the  region  is  given  by  four  New  York. 
Herald  Tribune  correspondents  in  the  pamphlet.  Behind  the 
iron  Curtain,  containing  reprints  of  a  series  of  articles  published 
by  that  newspaper  in  1947. 

5-  For  background  information,  see  Antonin  Basch,  The 
Danube  Batin  and  the  German  Economic  Sphere  (New  York, 
Columbia,  1943);  and  Economic  Development  in  S.E.  Europe, 
edited  by  David  Mitrany  (London,  Political  and  Economic  Plan¬ 
ning  (PEP),  1945). 
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signed  to  placate  both  great  powers,  and  thus  pre¬ 
vent,  or  at  least  reduce,  encroachments  on  their 
territories  and  independence. 

Separated  from  Western  Europe  by  the  vast 
empires  of  Germany  and  Austria-Hungary,  the 
countries  of  Eastern  Europe  and  the  Balkans  had 
not  experienced  to  any  marked  extent  the  political 
and  social  revolutions  of  the  eighteenth  and  nine¬ 
teenth  centuries  which  forged  democracy  along  the 
Atlantic  seaboard.  World  War  I,  by  bringing  about 
the  breakdown  of  the  three  empires  which  had 
dominated  this  region,  cleared  the  way  for  restora¬ 
tion  of  old  nations  like  Poland  and  the  establish¬ 
ment  of  new  or  enlarged  ones  like  Czechoslovakia 
and  Yugoslavia.  But  the  mere  disappearance  of  for¬ 
eign  absolute  monarchs  did  not  of  itself  create  the 
conditions  of  democratic  existence  familiar  to  West¬ 
ern  peoples.  In  many  of  the  countries  of  this  area 
feudal  institutions  and  practices  persisted  until 
World  War  II — again  with  the  notable  exception 
of  Czechoslovakia.  National  absolute  monarchs — 
Carol  of  Rumania,  Alexander  of  Yugoslavia,  Boris 
of  Bulgaria  —  and  native  dictatorships  —  notably 
those  of  Marshal  Pilsudski  and  the  “(Dolonels”  in 
Poland  and  Admiral  Horthy  in  Hungary — still 
ruled  with  the  support  of  reactionary  elements 
which  in  some  cases  adopted  Fascist  tactics,  as  was 
the  case  with  the  Iron  Guard  in  Rumania  and  the 
Arrow  movement  in  Hungary.  These  governments 
generally  resisted  the  demands  of  Leftist  groups  for 
social  and  economic  reforms,  and  some  suppressed 
communism,  whose  leaders  were  either  driven  un¬ 
derground  or  sought  refuge  in  Moscow.^ 

On  the  eve  of  World  War  II  most  of  the  coun¬ 
tries  of  this  region  (with  the  exception  of  Czecho¬ 
slovakia  and,  to  a  lesser  degree,  Poland)  were  still 
primarily  agricultural,  and  had  only  begun  to  enter 
the  early  stages  of  industrialization.  The  raw  ma¬ 
terials  within  their  borders — oil  and  coal  in  Po¬ 
land,  copper  and  zinc  in  Yugoslavia,  oil  and  baux¬ 
ite  in  Hungary,  oil  in  Rumania — had  been  devel¬ 
oped  primarily  with  the  aid  of  foreign  capital,  Brit¬ 
ish,  French  and  American.  The  peoples  of  these 
areas,  again  with  the  exception  of  the  Czechs,  had 
a  standard  of  living  incomparably  lower  than  that 
of  Germany,  Austria,  and  the  nations  of  Western 
Europe,  and  had  found  it  impossible  to  undertake, 
out  of  their  own  limited  resources,  the  funda¬ 
mental  changes  in  their  national  economies  regard¬ 
ed  by  advocates  of  reform  as  essential  for  improve¬ 
ment  of  the  common  lot.  Most  of  the  nations  in 
this  region  were  still  in  the  precapitalist  era,  ex¬ 
porting  food  and  raw  materials  in  payment  for 

6.  Political  developments  in  the  countries  of  Eastern  Europe 
and  the  Balkans,  and  postwar  developments  in  Austria  will  be 
covered  in  subsequent  Foreign  Policy  Reports. 
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manufactured  goods  they  had  few  or  no  facilities 
to  produce  themselves;  and  their  exports  usually 
came  not  out  of  available  surplus,  but  at  the  sacri¬ 
fice  of  their  own  standard  of  living. 

This  economic  situation  made  the  countries  of 
Extern  Europe  and  the  Balkans  peculiarly  depen¬ 
dent  on  Germany,  the  one  great  power  in  the 
neighborhood  which  had  vast  industrial  resources 
at  its  disposal.  Germany,  for  its  part,  needed  the 
food  and  raw  materials  of  the  area  for  its  urban 
population  and  its  factories.  As  Germany  increased 
its  political  and  military  pressure  on  the  countries 
of  Eastern  Europe  and  the  Balkans,  these  countries 
were  drawn  more  and  more  into  the  orbit  of  the 
German  economy,  whose  objectives  and  practices 
under  Nazi  rule  were  determined  by  political  and 
military  rather  than  economic  considerations.  The 
countries  of  this  region  found  themselves  com¬ 
pelled  to  import  German  manufactured  goods  on  a 
bilateral  basis,  and  to  f>ay  for  them  with  foodstuffs 
and  raw  materials.  This  development  curtailed 
their  ability  to  p>urchase  elsewhere  the  raw  ma¬ 
terials  and  equipment  required  for  their  own  in¬ 
dustrialization  and  for  modernization  of  their  agri¬ 
culture.  In  a  study  published  in  1940  the  League 
of  Nations  came  to  the  conclusion  that  Germany 
opposed  the  industrialization  of  its  neighbors  in 
Eastern  Europe  and  the  Balkans,  despite  their  popu¬ 
lation  pressure,  which  could  have  been  alleviated 
only  through  emigration,  made  increasingly  diffi¬ 
cult  by  overseas  countries,  or  by  expansion  of  in¬ 
dustry  and  diversification  of  agriculture.^  Although 
Russia,  since  the  early  part  of  the  nineteenth  cen¬ 
tury,  had  played  an  important  political  role  in  the 
affairs  of  the  Balkan  nations,  its  share  in  the  pre- 
19^9  foreign  trade  of  the  region  was  negligible, 
varying  from  1.8  per  cent  in  the  case  of  Czechoslo¬ 
vakia  to  0.45  per  cent,  0.4  per  cent  and  0.12  per  cent 
for  Poland,  Rumania  and  Yugoslavia  respectively.** 

Following  World  War  II,  the  economies  of  the 
above-mentioned  seven  countries,  whose  total  popu¬ 
lation  numbers  about  85  million,  have  undergone  a 
number  of  comparable  changes — allowing,  of  course, 
for  varying  local  conditions  and  differences  in  past 
development — and  now  display  a  number  of  com¬ 
mon  characteristics.  In  the  first  two  postwar  years, 
1945-47,  countries  of  this  area  (with  the  excep¬ 
tion  of  two  ex-enemy  nations,  Bulgaria  and  Ru¬ 
mania)  received  substantial  aid  from  UNRRA  in 
the  form  of  food,  clothing,  fertilizer,  and  equipment 

7.  League  of  Nations,  Europe’s  Trade  (Geneva,  1941),  Eco¬ 
nomic  Intelligence  Service,  II.  Economic  and  Financial,  1941, 
II.  A.I.,  p.  80. 

8.  “The  Russian  Sphere  in  Europe,”  The  World  Today  (New 
York.  Royal  Institute  of  International  Affairs),  October  1947, 
P-  433- 
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of  various  kinds  required  for  rehabilitation.’  This  * 

aid,  totaling  $1.2  billion,*’  and  drawn  chiefly  from  \ 

the  resources  of  the  United  States,  Britain  and  the  J 
British  Dominions,  is  generally  recognized  to  have  J 
saved  the  peoples  of  most  of  these  countries  from 
starvation  and  widespread  disease,  and  greatly 
speeded  the  initial  stages  of  their  recovery.  The  re¬ 
cipient  governments  were  aware  of  the  magnitude 
of  the  contribution  made  by  UNRRA,  and  hoped 
that  UNRRA  operations  would  continue  for  at 
least  another  year.  When  the  United  States,  at  the 
UN  General  Assembly  in  the  autumn  of  1946,  pro¬ 
posed  termination  of  UNRRA,  delegates  from 
Eastern  Europe  and  the  Balkans,  notably  Poland  | 
and  Yugoslavia,  registered  vigorous  protests.  Some  t 
American  officials,  however,  believed  that  the  na-  j 
tions  behind  the  “iron  curtain”  were  merely  hoping 
to  get  all  they  could  out  of  the  United  States,  and 
had  not  expressed  sufficient  gratitude  for  American 
contributions  to  UNRRA.  They  urged  that,  hence¬ 
forth,  relief  financed  by  American  funds  should  be 
administered  from  Washington,  and  given  only  to 
countries  friendly  to  the  United  States.  In  conform¬ 
ity  with  this  policy,  UNRRA  operations  were 
brought  to  a  close  at  the  end  of  1947. 

NEW  ECONOMIC  PROGRAMS 
Since  the  cessation  of  hostilities,  all  seven  coun¬ 
tries  have  adopted  more  or  less  extensive  programs 
of  nationalization  of  principal  raw-material  re¬ 
sources,  basic  industries,  and  banks,  and  have  form¬ 
ulated  plans  for  national  economic  reconstruction 
and/or  development,  ranging  from  two  years  for 
Bulgaria  and  Czechoslovakia  to  five  years  for 
Yugoslavia.**  In  the  opinion  of  some  American 
observers,  this  development  has  been  due  primarily, 
if  not  solely,  to  the  pressure  of  the  U.S.S.R.  which, 
they  contend,  is  determined  to  integrate  the  econ¬ 
omies  of  neighboring  countries  into  its  own 
planned  economy.  It  should  be  noted,  however,  that 
nationalization  of  industrial  enterprises  in  these 
countries  was  facilitated,  and  even  actually  neces¬ 
sitated,  by  wartime  Nazi  seizures  of  factories  and 
other  production  facilities  whose  owners  had  since 
died,  settled  abroad,  or  proved  to  have  collaborated 
with  the  Germans,  thus  creating  a  large-scale  prob¬ 
lem  of  “absentee  ownership.”  Nor  should  it  be  for¬ 
gotten  that,  before  the  war,  it  was  common  prac¬ 
tice  for  governments  in  that  area  to  own  various 
enterprises,  notably  railways,  certain  factories,  and 

9.  UNRRA  European  Regional  Office,  UNRRA  in  Europe, 
7945-/947,  OAP  No.  49,  June  1947.  Total  UNRR.A  expendi¬ 
tures  in  Euro[)c  were  estimated  at  over  Sa  billion. 

10.  Albania,  $27.18  million;  Czechoslovakia,  $264  million; 
Hungary,  $4.5  million;  Poland,  $481  million;  Yugoslavia, 
S420.5  million.  Ihid.,  p.  38. 

11.  For  useful  comparative  tables  of  national  plans,  see  p.  28. 
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monopolies  on  such  products  as  salt,  tobacco  and 
matches. 

During  the  past  two  years  all  the  countries  of  the 
region  have  either  completed  land  redistribution 
undertaken  after  World  War  1,  or  have  put  into 
practice  new  programs  of  agrarian  reform  and  in¬ 
tensive  cultivation  of  backward  areas.  All  have 
adopted,  again  in  varying  measure,  some  form  of 
state-controlled  foreign  trade.  All  the  countries  of 
the  area  have  indicated  reluctance  to  accept  foreign 
loans  or  credits  for  their  national  economic  develop¬ 
ment,  especially  if  accompanied  by  conditions  that 
might  restrict  or  retard  socialization.  At  the  same 
time  all  these  countries  have  expressed  a  strong 
desire  for  foreign  credits,  principally  from  the 
United  States,  and  for  loans  from  the  Interna¬ 
tional  Bank.  All  have  tended,  since  the  war,  to 
expand  their  trade  with  each  other  and  with  the 
U.S.S.R.  In  the  opinion  of  some  American  observ¬ 
ers,  this  development  is  due  primarily,  if  not  solely, 
to  Moscow’s  insistence  that  neighboring  countries 
should  reorient  their  trade  toward  the  U.S.S.R.  and 
restrict  their  contacts  with  the  West.  It  should  be 
pointed  out,  however,  that  in  the  first  postwar  year 
the  countries  of  the  area,  ow'ing  to  wartime  disrup¬ 
tion  of  communications  and  trade  in  Europe,  had 
little  choice  but  to  trade  with  Russia,  their  only 
other  alternative  being  to  obtain  urgently  required 
supplies  through  UNRRA.  Moreover,  peoples  sub¬ 
jected  to  ruthless  German  conquest  had  no  de¬ 
sire  to  see  Germany’s  economy  revived,  and  hoped 
to  substitute  expanded  trade  with  each  other  and 
with  Russia  for  their  prewar  dejiendence  on  Ger¬ 
many  as  a  market  and  a  source  of  manufactured 
goods.  With  the  revival  of  trade  in  Europe,  all  the 
countries  of  the  region  have  sought  to  renew  trade 
ties  with  the  Western  nations  as  well  as  with  the 
United  States,  although  the  shortage  of  foreign  ex¬ 
change,  especially  dollars,  has  proved  a  serious  ob¬ 
stacle  in  this  respect. 

The  national  plans  of  all  seven  countries  call 
for  fundamental  shifts  in  the  structure  of  their 
economies;  for  sw'eeping  social  changes;  and 
for  geographic  redistribution  of  industrial  and 
agricultural  facilities,  with  a  view  to  indus¬ 
trializing  backward  areas.  In  agriculture  the  vari¬ 
ous  plans  envisage  the  introduction  of  modern 
farm  organization  (although  for  the  time  being 
without  collectivization  on  the  Russian  model); 
use  of  mechanized  equipment,  notably  tractors; 
and  a  change-over  from  extensive  types  of  cultiva¬ 
tion,  especially  cereal  crops,  to  intensive  types,  such 
as  industrial  plants,  fruit-growing  and  fodder  crops, 
and  diversified  agriculture,  including  dairy  farm¬ 
ing  and  cattle  breeding.  This  development  may,  in 
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the  short  run  at  least,  sharply  reduce  the  quantity 
of  cereals  exported  from  the  region  before  1939, 
irrespective  of  the  political  attitude  the  East  may 
have  toward  the  West. 

National  plans  also  contemplate  the  expansion  of 
existing  industries  and  the  creation  of  new  ones — 
a  development  which  will  reduce  the  quantity  of 
raw  materials  formerly  exported  from  this  region, 
again  irrespective  of  political  motives.  Industrial¬ 
ization,  however,  will  increase  the  need  for  import 
of  raw  materials,  machinery,  tools  and  equipment 
of  all  kinds.  Other  changes  blueprinted  in  the  vari¬ 
ous  plans  are  the  transfer  of  population  from  rural 
to  urban  centers — a  process  which  may  alleviate  the 
problem  of  surplus  rural  labor  that  has  long 
plagued  the  countries  of  this  region;  the  emer¬ 
gence  or  expansion  of  a  group  of  industrial  skilled 
workers;  and  the  vast  extension  of  educational 
facilities,  with  special  emphasis  on  training  in  tech¬ 
nical  skills,  of  which  there  is  a  grave  shortage  in 
Eastern  Europe  and  the  Balkans.  A  significant  fea¬ 
ture  of  planned  readjustments  is  the  attempt  to 
have  the  more  advanced  members  of  the  commun¬ 
ity  of  nations  in  this  area  assist  the  less  advanced 
ones  under  a  sort  of  mutual  aid  program — as,  for 
example,  through  the  loan  of  Russian  technicians, 
themselves  newly  trained,  to  Yugoslavia,  and  of 
Yugoslav  skilled  personnel,  in  turn,  to  primitive 
Albania.  Some  American  observers  believe  that  the 
plans  of  the  countries  of  Eastern  Europe  and  the 
Balkans  have  been  drawn  entirely  to  meet  Mos¬ 
cow’s  requirements  and  to  enhance  the  role  of  in¬ 
dustrial  workers  at  the  expense  of  the  more  con¬ 
servative  peasants.  These  plans,  however,  embody 
many  reforms  recommended  before  and  during 
the  war  by  non-Communist  and  non-Russian  stu¬ 
dents  of  the  economic  problems  of  this  relatively 
undeveloped  region.*^ 

In  examining  the  plans  formulated  by  the  seven 
countries,  it  must  be  borne  in  mind  that  they  were 
designed,  in  the  first  instance,  to  reconstruct  econ¬ 
omies  which,  as  a  result  of  years  of  war  and  civil 
strife,  had  suffered  disorganization  “unparalleled 
since  the  Turkish  flood  first  overwhelmed  the  Bal¬ 
kans.’’*^  Owing  to  these  conditions  of  acute  emer¬ 
gency,  the  various  plans  were  frequently  conceived 
in  haste  and  carried  out,  at  least  in  their  initial 
stages,  under  extraordinarily  difficult  circumstances 
of  material  destruction  and  physical  fatigue.  The 
plans  were  for  the  most  part  devised  by  Commu¬ 
nist  leaders,  who  had  either  lived  in  Moscow  or 
had  been  deeply  influenced  by  Russia’s  experience, 
but  usually  with  the  participation  of  Socialists,  and 

12.  See  Mitrany,  Economic  Development  in  S.E.  Europe,  cited. 

13.  “Planning  in  East  Europe,”  The  Times  (London),  Janu¬ 
ary  9,  10,  1948. 
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often  on  the  basis  of  prewar  Socialist  programs.  In 
accordance  with  the  Kremlin’s  belief  that  the  Rus¬ 
sian  pattern  is  not  necessarily  adapted  to  countries 
with  different  experience,  the  plans  of  Eastern  Eu¬ 
rope  and  the  Balkans  represent,  for  the  time  being 
at  least,  an  attempt  to  formulate  a  program  fitted 
to  the  special  conditions  of  the  given  countries 
rather  than  a  mere  carlxjn  copy  of  Soviet  Five-Year 
plans. 

In  general,  the  national  plans  provide  for  a  mixed 
economy  which  has  been  described  by  an  English 
observer  as  a  “blend  of  agrarian  socialism,  state 
capitalism,  and  free  enterprise,  under  strong  and 
uncompromising  [‘Kilitical  direction,”''*  comparable 
to  the  NEP  (New  Economic  Policy)  stage  of  Rus¬ 
sia’s  development  in  1921-22.  Some  American  ob¬ 
servers  believe  that,  whatever  may  be  the  present 
features  of  economy  in  the  countries  of  this  region, 
the  ultimate  objective  of  the  U.S.S.R.,  and  of  local 
Cxmimunists,  is  to  achieve  complete  “socialism,” 
the  term  used  by  the  Kremlin  to  describe  the  pres¬ 
ent  Russian  system.  The  goal  of  Intensive  indus¬ 
trialization  and  agricultural  modernization  con¬ 
templated  in  the  various  plans  is  to  be  attained  not 
gradually,  through  evolution,  as  was  the  case  in 
Western  countries  and  in  the  United  States,  but 
by  forceful  methods  and  at  as  rapid  a  pace  as  pos¬ 
sible,  with  a  view  to  reducing  the  present  gap  in 
production  facilities  and  standards  of  living  be¬ 
tween  East  and  West.  This  fast-paced  economic 
development  is  to  be  carried  out  at  the  sacrifice,  if 
necessary,  of  the  immediate  consumption  needs  of 
the  populations  concerned  who,  it  is  assumed,  will 
he  sustained  in  the  meantime  by  enthusiasm  for  the 
development  of  their  national  economies  and  hope 
for  ultimate  permanent  improvement  of  their 
living  standards.' ' 

In  spite  of  the  characteristics  common  to  the 
seven  countries,  already  mentioned  above,  their  na¬ 
tional  plans  and  fx>stwar  economic  development  can 
be  more  adequately  discussed  if  they  are  grouped 
into  three  categories:  i)  industrial  (Czechoslovakia 
and  Poland) ;  2)  agricultural  and  raw-material  pro¬ 
ducing  countries  (Albania,  Bulgaria  and  Yugo¬ 
slavia);  and  3)  countries  whose  economies  are  sub¬ 
ject  to  the  payment  of  reparations  and  other  re¬ 
strictions  (Hungary  and  Rumania). 

INDUSTRIAL  COUNTRIES 
Czechoslovakia 

In  contrast  to  most  of  the  nations  of  Eastern  Eu- 

14.  I  hid. 

15.  For  diametrically  oppoced  views  of  p<istwar  economic  de¬ 
velopments  in  Eastern  Europe  and  the  Balkans  by  American 
newspaper  correspondents,  sec  Hal  Lehrman,  Russia's  Europe 
(New  York,  Appleton,  H}48),  and  Robert  St.  John,  The  Silent 
People  Speal^  (New  York,  Ooubleday,  1948). 


rope,  Czechoslovakia  before  1939  was  an  advanced  s 
industrial  state  with  sufficient  agricultural  resources  t 
to  assure  its  {xipulation  a  balanced  economy.  Be-  c 
cause  of  its  value  to  the  Nazi  military  machine,  i 
Czechoslovakia  emerged  from  World  War  II  with  t 
its  industrial  system  practically  unscathed.'*  The  r 
Nazis,  however,  had  so  dislocated  the  economic  t 

structure  of  the  country,  greatly  expanding  some  r 

enterprises  and  slowing  down  or  completely  clos-  c 

ing  others,  that  the  Prague  government  was  con-  t 

fronted  at  the  end  of  the  war  with  a  task  of  com-  1 
prehensive  economic  reorganization.  This  task  was  1 
further  complicated  by  the  determination  of  the  ( 

Czechs  to  expel  from  their  territory  a  large  part  of  1 

the  Sudeten  Germans,  whose  total  number  before  ! 
the  war  was  estimated  at  3, 51x1, 000,  and  who  were 
engaged  particularly  in  prixluction  of  export  gcxids, 
such  as  glassware,  jewelry,  and  so  on.'^ 

The  provinces  of  Bohemia  and  Moravia,  the  in¬ 
dustrial  core  of  the  old  Austro-Hungarian  Empire, 
have  rich  deposits  of  pit  coal  and  lignite,  mineral 
ores,  china  clay,  and  glass  sand.  Before  the  war, 
however,  Czechoslovakia  relied  heavily  on  import¬ 
ed  raw  materials.  In  1936,  for  example  half  its  total 
imports,  by  value,  were  classified  as  materials  for 
industrial  production.  Its  main  industries  are  min¬ 
ing,  sugar  processing,  distilleries,  beer  and  malt, 
flour  mills,  foundries,  iron  and  metal,  paper,  chem¬ 
icals,  ceramics,  glass  and  textiles.  Among  its  main 
prewar  exports,  in  addition  to  agricultural  products 
like  beet  sugar,  malt,  hops,  and  starch  from  pota¬ 
toes,  were  high  speed  steel,  certain  types  of  machin¬ 
ery  and  machine  tools,  cotton  and  worilen  goods, 
shoes  and  made-up  clothing. 

During  the  war  the  Nazis  expanded  certain  en¬ 
terprises,  notably  the  mining  of  mercury  ore  in 
Slovakia,  and  established  a  synthetic  fuel  plant  at 
Most.  Because  of  the  excessive  way  in  which  the 
Germans  worked  some  of  the  country’s  basic  in¬ 
dustries,  the  end  of  the  war  found  them  with  worn 
and  obsolete  equipment,  and  facing  dangerous 
shortages  of  raw  materials,  stocks  or  fuel.  Lack  of 
coal  and  disorganization  or  outright  destruction  of  i 
transfxirt  facilities  further  hampered  the  task  of  I 
reconstruction.  ' 

Czechoslovakia,  even  in  normal  times,  must  im- 
|X)rt  cotton,  rubber,  a  substantial  proportion  of  iron 
ore,  leather,  wool  and  chemicals.  Yet  after  the  war 
the  country  had  little  foreign  credit  and,  until  it 
had  obtained  raw  materials  for  its  factories,  had  no  ‘ 
expt)rts  with  which  to  purchase  adequate  foreign  f 

16.  UNRR.\,  cited,  Industrial  Rehahilitation  in  Czechoslovakith  * 

O.AP  No.  16,  January  1947.  I 

17.  For  background  material,  see  W.  N.  Hadsel,  “Czecho-  : 
Slovakia's  Road  to  Socialism,"  Foreign  Policy  Reports,  February  j 
15.  '947- 
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supplies.  The  principal  source  of  raw  materials 
during  the  first  postwar  year  was  UNRRA.  Czech¬ 
oslovakia  also  developed  its  trade  with  neighbor¬ 
ing  countries,  notably  the  U.S.S.R.,  on  a  barter 
basis.  By  mid-1946  the  situation  had  improved  as  a 
result  of  the  reopening  of  transport  communica¬ 
tions  across  the  continent,  and  Czechoslovakia  had 
received  credits  from  the  United  States  for  pur¬ 
chases  of  cotton  and  surplus  property,  as  well  as 
other  loans  and  credits — notably  a  loan  oi  mil¬ 
lion  from  Britain,  a  private  loan  of  million 
from  the  Hambros  Bank,  and  a  credit  from  Canada 
of  $19  million,  the  greater  part  of  which  was  to 
be  spent  for  wheat  but  some  also  for  raw-material 
supplies. 

Reconstruction  in  Czechoslovakia  has  suffered 
not  only  from  shortages  of  credits  and  raw  ma¬ 
terials,  but  also  from  lowered  productivity  on  the 
part  of  the  v/orkers,  whose  health  had  been  weak¬ 
ened  by  years  of  undernourishment,  and  in  many 
cases  by  confinement  in  concentration  camps, 
where  one  million  Czechs  were  sent  by  the  Ger¬ 
mans.  The  expulsion  of  the  Sudeten  Germans  cre¬ 
ated  a  serious  shortage  of  skilled  labor  as  well  as 
managerial  experience.  By  June  1946  the  number 
of  Germans  employed  in  the  Czech  provinces  had 
fallen  to  10.17  most  of  them  in  textiles, 

mining,  iron  and  metal  work,  quarrying  and 
ceramics.  Of  the  Germans  now  employed  in  indus¬ 
try,  17.9  per  cent  are  specialists. 

In  an  effort  to  utilize  available  manpower  most 
effectively,  the  government  has  emphasized  in¬ 
crease  in  mechanization  and  use  of  modern  meth¬ 
ods  of  production.  All  national  enterprises  are  re¬ 
quired  to  provide  vocational  training  as  well  as 
experimental  and  scientific  research,  and  consider¬ 
able  attention  has  been  devoted  to  study  of  produc¬ 
tion  methods  in  the  United  States  and  Britain. 

MEASURES  OF  NATIONALIZATION 

The  extent  to  which  the  Germans  during  the 
war  had  acquired  title  to  Czechoslovak  enterprises 
presented  peculiar  difficulties  to  the  government 
in  Prague,  since  mere  return  of  these  enterprises 
to  their  previous  owners,  who  in  many  cases  had 
either  left  the  country  during  the  war,  or  died,  or 
proved  to  have  been  collaborators  of  the  Nazis, 
was  in  a  number  of  instances  impracticable.  Im¬ 
mediately  after  liberation  the  government  sequest¬ 
ered  enemy-owned  property  and  prepared  to  trans¬ 
fer  the  Sudeten  Germans  from  the  country.  The 
confiscated  property  was  placed  in  the  hands  of 
National  Administrators  on  May  19,  1945.  In  Oc¬ 
tober  of  that  year  the  basic  branches  of  industry 
3nd  all  large-scale  enterprises  were  nationalized. 
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with  compensation  for  Czechoslovak  citizens,  but 
none  for  former  enemies.  At  the  same  time,  the 
government  inaugurated  a  large-scale  program  de¬ 
signed  both  to  reorganize  industrial  units  into  more 
effective  combinations  and  to  concentrate  produc¬ 
tion  in  the  most  technically  competent  plants.*® 

A  decree  of  January  18,  1945  introducing  the 
Statute  for  National  Enterprises  set  the  early  pat¬ 
tern  for  nationalization,  which  at  that  time  cov¬ 
ered  mines,  power  plants,  foundries,  metal-work¬ 
ing,  mechanical,  textile,  leather-working,  chem¬ 
ical,  glass,  paper  and  cellulose,  ceramics,  rubber, 
and  wood-working  industries.  Food-processing  con¬ 
cerns  were  also  nationalized,  and  placed  under  the 
control  of  the  Ministry  of  Food.  Altogether,  2,000 
firms  and  3,000  undertakings  were  to  be  grouped 
into  between  180  to  190  “nationalized  concerns,” 
that  is,  corporations  or  managements,  each  of  them 
controlling  several  main  and  auxiliary  undertak¬ 
ings.  Measured  by  1937  values,  100  per  cent  nation¬ 
alization  was  effected  by  1947  in  mining  and 
iron;  95  per  cent  in  gas  works;  94  per  cent  in 
power  plants;  74  per  cent  in  paper  and  cellulose; 
73  per  cent  in  glass;  72  per  cent  in  steel  and  en¬ 
gineering;  66  per  cent  in  textiles;  54  per  cent  in 
chemicals;  37  per  cent  in  stone  and  ceramics;  26 
per  cent  in  leather;  12  per  cent  in  saw  mills  and 
wood;  12  per  cent  in  industries  using  paper  and 
cardboard;  and  ii  per  cent  in  made-up  clothing.*^ 
In  general,  only  undertakings  employing  more 
than  400  persons  were  nationalized,  and  small-scale 
industry  was  left  in  private  hands.  It  was  the  pro¬ 
claimed  intention  of  the  government  to  prevent 
the  creation  of  large  horizontal  cartels  through  na¬ 
tionalization,  and  to  make  industry  follow  vertical 
lines  where  desirable. 

Early  in  1948  the  Communist  party,  in  coopera¬ 
tion  with  the  General  Confederation  of  Labor  and 
left-wing  Social  Democrats,  prepared  a  series  of 
measures  for  further  nationalization  affecting 
apartment  houses,  office  buildings,  and  department 
stores.^®  Czechoslovakia’s  nationalized  banks  were 
merged  in  January  into  five  units  specializing  in 
financing  industry,  food  and  cooperatives,  three  of 
the  five  units  being  created  in  Bohemia-Moravia 
and  two  in  Slovakia.  Following  seizure  of  the  gov- 

18.  The  nationalization  decrees  arc  published  in  the  Collection 
of  Imws  and  Regulations  of  the  Czechoslovak  Republic,  1945, 
under  No.  100-103.  For  commentaries,  see  Dr.  Eduard  Benes, 
“Why  Did  We  Nationalize  Our  Industries?”  The  Central  Euro¬ 
pean  Observer,  December  12,  1947,  p.  357;  A.  R.  Rado,  “Czech¬ 
oslovak  Nationalization  Decrees:  Some  International  Aspects,” 
The  American  fournal  of  International  Law,  October  1947,  p. 
795;  “The  Czech  Two-Year  Plan,”  The  Times  (London),  June 
12,  1947. 

19.  UNRRA,  Industrial  Rehabilitation  in  Czechoslovakia,  cited. 

20.  Albion  Ross,  New  York  Times,  February  9,  1948. 
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crnment  by  the  Communists  in  February,  it  was 
announced  that  nationalization  would  be  extended 
to  all  enterprises  employing  over  50  workers,  and 
that  land  holdings  in  excess  of  50  hectares  (125 
acres)  would  be  confiscated  for  allotment  to  land¬ 
less  |^>easants  on  favorable  terms. 

Before  the  change  in  government,  Prague  had 
already  proceeded  with  re-allocation  and  concen¬ 
tration  of  industries,  to  conserve  manpower  seri¬ 
ously  reduced  as  a  result  of  the  Sudeten  Germans’ 
expulsion,  and  to  expand  industrial  production  in 
the  autonomous  province  of  Slovakia,  which  is  still 
predominantly  agricultural.  Some  industries  in  the 
border  areas  formerly  inhabited  by  Sudeten  Ger¬ 
mans  had  been  closed  down,  while  others — notably 
light  industries — had  been  transferred  to  the  rela¬ 
tively  undevelojxd  regions  of  south  and  central 
Bohemia  and  to  Slovakia. 

THE  TWO-YEAR  PLAN 

The  Two-Year  plan  covering  the  period  1947-48, 
which  is  now  more  than  half  completed,  was  deep¬ 
ly  influenced  by  Prague’s  conviction  that  Ger¬ 
many’s  industrial  production  should  henceforth  be 
concentrated  on  the  output  of  consumer  rather  than 
producer  goods.  The  Czechs  seriously  considered 
the  possibility  that  Czechoslovakia,  by  continuing 
on  the  course  of  industrial  expansion  set  for  it  by 
the  Nazis,  might  eventually  succeed  in  substituting 
its  production  for  that  of  Germany,  at  least  in 
Eastern  Europe. 

The  main  objectives  of  the  Two-Year  plan  were 
a  general  increase  in  the  standard  of  living  and  a 
wider  distribution  of  industry  over  the  country. 
Industrial  production  was  to  be  increased  10  per 
cent  above  the  prewar  level,  and  special  emphasis 
was  to  be  placed  on  heavy  industry.  The  plan  con¬ 
templated  a  total  investment  of  $1.4  billion  of 
which  about  two-sevenths  were  to  be  invested  in 
industrial  undertakings.  Of  the  industrial  invest¬ 
ment,  one-third  was  earmarked  for  Slovakia.  In 
the  course  of  the  two  years  covered  by  the  plan, 
the  output  of  brown  coal  was  to  be  increased  33 
per  cent  over  1937;  that  of  black  coal  and  steel  was 
to  remain  unchanged;  that  of  pig  iron  was  to  be 
slightly  decreased.  Electric  power  output  was  to  be 
increased  75  per  cent,  and  that  of  locomotives  400 
per  cent.  The  production  of  railway  cars  was  to  be 
increased  by  13,600  units,  and  that  of  tractors  by 
8,400  units.^*  Increased  output  was  also  planned 
in  agricultural  machinery,  which  in  some  cases  was 
to  be  as  much  as  500  per  cent  higher  than  produc¬ 
tion  in  1946,  and  in  synthetic  fuels,  which  were 
not  manufactured  in  the  country  at  all  before  the 

21.  UNRRA,  Industrial  Rehahilitation  in  Czechostopak.ta,  cited. 


war.  In  consumer  industries,  production  of  tex-  i 
tiles  and  shoes  was  to  be  brought  to  a  level  suffi-  f 
cient  to  meet  prewar  consumption  and  to  maintain  f 
exports  necessary  for  payment  of  raw  materials  re-  i 
quired.  I 

The  Two-Year  plan  was  regarded  as  merely  a 
prelude  to  a  long-term  Five-Year  plan,  on  which  ' 
the  Central  Planning  Commission  was  at  work 
before  the  Communist  coup.  The  Five-Year  plan, 
as  explained  by  Premier  Klemeni  Gottwald  on 
October  10,  1947  at  an  extraordinary  meeting  of 
the  commission,  will  be  designed  to  alter  the  struc-  ‘ 
ture  of  Czechoslovak  economy  which,  according 
to  Gottwald,  had  been  shaped  by  the  requirements  \ 
of  the  economy  of  Austria-Hungary.  The  major  j 
changes  contemplated  are  the  reduction  in  impor-  j 
tance  of  light  industries  (gloves,  jewelry,  toys,  and  ' 
partly  also  glass  and  textiles)  which  were  operated  ; 
chiefly  by  the  Sudeten  Germans  and  furnished  a 
considerable  part  of  Czechoslovakia’s  prewar  ex¬ 
ports;  and  greater  emphasis  on  the  metal  industry, 
especially  heavy  machinery  production,  and  the 
chemical  industry.  “The  development  of  our  metal 
industry,”  said  Mr.  Gottwald,  “is  not  only  neces-  ’ 
sary  with  a  view  to  the  changes  in  our  foreign 
trade,  but  also  because  the  metal  industry  should 
serve  as  the  basis  for  the  development  of  our  own 
forces  of  production,  for  the  modernization  of  our 
industry,  and  for  the  increased  security  of  our 
state.”^^  The  Prime  Minister  stressed  the  fact  that 
Germany  “has  temporarily  vanished  as  a  com¬ 
petitor  in  the  international  market,  especially  in  the 
chemical  and  machine  industries,”  adding:  “Our 
Five-Year  Plan  should  help  us  to  take  her  place 
more  than  hitherto.”  He  pointed  out  the  need  of 
other  countries  in  Eastern  Europe  and  the  Balkans 
for  Czech  industrial  products,  and  declared  that 
Czechoslovakia  should  as  much  as  possible  develop 
trade  w’ith  other  countries  having  a  planned  econ¬ 
omy  so  as  to  assure  its  economic  development 
“against  fluctuations  arising  from  crises  in  capitalist 
countries.” 

The  expanded  industrialization  of  Czechoslo¬ 
vakia  is  closely  linked  to  a  similar  planned  de¬ 
velopment  in  Poland.  In  July  1947  the  two  coun¬ 
tries,  which  before  the  war  were  at  odds  to  such  i 
an  extent  that  the  Polish  government,  after  Mu-  1 
nich,  did  not  hestitate  to  seize  the  Teschen  coal  ^ 
area  from  dismembered  Czechoslovakia,  signed 
a  five-year  trade  treaty.  This  treaty  provides  for  ex-  i 
tensive  development  of  communications  and  trans¬ 
port  between  the  two  countries  and  “regulated  re-  , 
lations”  between  their  respective  industrial  and 

22.  “Long-Term  Planning  in  Czechoslovakia,”  a  speech  by  ^ 
Prime  Minister  Klement  Gottwald,  October  to,  1947  (Prague,  ^ 
Czechoslovak  Ministry  of  Information).  t 
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agricultural  systems.  A  bilateral  council  of  eco¬ 
nomic  collaboration  was  set  up  and  trade  exchanges 
were  planned  for  the  period  July  i,  1947  to  July  30, 
1948.  In  that  period  Polish  exports  to  Czechoslo¬ 
vakia  and  Czech  exports  to  Poland  were  to  amount 
I  to  S30  million  respectively.^^  Czechoslovakia  needs 
Polish  coal  and  raw  materials,  while  Poland  needs 
Czech  industrial  goods  and  technical  skill.  Poland’s 
f  Baltic  ports,  moreover,  are  necessary  for  Czecho- 
I  Slovakia’s  overseas  trade.  Some  of  the  planners  in 
both  countries  believe  that  Poland  and  Czechoslo- 
^  vakia,  if  they  can  only  forget  their  ancient  ani¬ 
mosities,  could,  by  pooling  their  raw  materials,  in- 
\  (lustrial  plant,  and  technical  “know-how,”  replace 
j  a  major  part  of  Germany’s  prewar  industrial  ex- 
I  ports  to  Eastern  Europe  and  the  Balkans.  The  first 

I  step  in  the  direction  of  partial  integration  of  the 

industries  of  the  two  countries  was  taken  in  Janu¬ 
ary  1948,  when  it  was  reported  that  the  construc¬ 
tion  of  a  jointly  owned  electric  power  plant  on 
Polish  soil  had  been  approved  by  technicians  of 
both  countries.^"*  The  determination  of  the  Czechs 
and  Poles  to  replace  Germany  explains,  in  part  at 
^  least,  their  opposition  to  revival  of  the  Ruhr  under 
the  Marshall  plan. 

PROSPECTS  FOR  FOREIGN  TRADE 

The  war  completely  disrupted  the  foreign  trade 
of  Czechoslovakia  which,  being  a  land-locked 
country,  is  peculiarly  dependent  on  transport  com¬ 
munications,  especially  with  the  countries  of  West¬ 
ern  and  Northern  Europe  and  countries  overseas. 
Czechoslovakia,  one  of  the  most  important  trading 
nations  of  the  world  before  1939,  when  it  derived 
more  than  one-third  of  its  national  income  from 
foreign  trade,  found  itself  in  1945  with  exports  at 
3.9  per  cent  of  the  1937  level,  and  imports  at  5.5  per 
cent.  The  actual  volume  of  trade  was  even  smaller 
than  these  figures  would  indicate,  since  price  levels 
were  far  higher  in  1945  than  in  1937-^’ 

Before  the  establishment  of  Czechoslovakia  as  an 
independent  nation  in  1918,  Bohemia  had  been  the 
industrial  heart  of  the  Austro-Hungarian  Empire, 
furnishing  75  per  cent  of  its  industrial  capacity.  In- 

i  dependent  Czechoslovakia  had  to  import  a  consid¬ 
erable  part  of  the  raw  materials  necessary  for  its 
industries,  exporting  for  the  most  part  finished 
manufactured  gcx)ds  and  certain  agricultural  prod¬ 
ucts,  notably  potatoes,  sugar,  malt  and  hops.  In 
*937j  3  typical  year,  58  per  cent  of  the  country’s  im- 

ij-  U.S.  Department  of  Commerce,  Foreign  Commerce  Week_- 
h,  August  30,  1947,  p.  16. 

Dispatch  by  Sydney  Gruson  from  Warsaw,  New  Yor/( 
"Fimes,  January  12,  1948. 

25-  UNRRA,  cited,  The  Foreign  Trade  of  Czechosloval^ia, 
OAP  No.  21,  January  1947,  p.  9. 


ports  consisted  of  raw  materials  and  semimanu¬ 
factured  products,  while  factory  output  contributed 
72  per  cent  of  the  value  of  all  exports.  On  the  eve 
of  World  War  II  Czechoslovakia,  which  had  previ¬ 
ously  had  to  import  large  quantities  of  cereals,  had 
become  practically  self-sufficient  in  bread  grains. 
Among  the  manufactured  goods  that  made 
Czechoslovakia  world  famous  were  textiles  (for 
which  it  normally  imported  100,000  metric  tons  of 
cotton  a  year),  shoes,  gloves  and  glass.  In  both 
exports  and  imports  the  foreign  trade  of  Czecho¬ 
slovakia  was  widely  distributed  over  the  world.^^ 
Before  the  war  Germany  occupied  the  most  im¬ 
portant  position  in  Czechoslovak  trade,  supplying 
about  17.3  per  cent  of  the  country’s  imports  in  1937, 
and  purchasing  about  15  per  cent  of  its  exports. 
The  United  States  and  Britain  held  second  and 
third  place,  this  country  accounting  for  8.7  per  cent 
of  Czech  imports  and  9.3  per  cent  of  its  exports 
in  1937.27 

The  recovery  of  Czechoslovak  foreign  trade  fol¬ 
lowing  liberation  was  hampered  by  wartime  dis¬ 
ruption  of  transport  communications distortion 
of  Czechoslovak  industry  which,  under  occupation, 
had  been  greatly  expanded  in  the  sector  of  heavy 
industry  and  diminished,  and  in  some  instances 
completely  suspended,  in  the  sector  of  light  indus¬ 
try;  and  the  high  level  of  internal  prices  after  the 
war,  owing  to  a  wide  range  of  factors,  which  made 
it  difficult  for  Czechoslovakia  to  resume  competi¬ 
tion  in  overseas  markets  whose  requirements  had 
meanwhile  considerably  altered  during  the  war 
years.  The  postwar  development  of  the  country’s 
foreign  trade  has  been  influenced  by  Prague’s  de¬ 
cision,  already  mentioned,  to  supplant  Germany  as 
a  source  of  manufactured  goods  for  the  countries 
of  Eastern  Europe  and  the  Balkans;  and  by  the 
contraction  of  some  light  industries  due  to  short¬ 
ages  of  raw  materials,  and  of  others  by  the  expul¬ 
sion  of  Sudeten  German  skilled  workers.  Mean¬ 
while,  the  decision  of  neighbciring  countries  to  un¬ 
dertake  programs  of  national  development  and 
industrialization  greatly  increased  their  demand 
for  Czechoslovak  machinery,  tools  and  equipment. 

In  the  early  postwar  period  Czechoslovakia’s  ex¬ 
ports  exceeded  its  imports.  To  a  considerable  extent 
this  was  made  possible  by  the  free  import  of  cer¬ 
tain  essential  supplies  through  UNRRA  in  1945 
and  1946.  For  example,  up  to  the  autumn  of  1946, 
UNRRA  had  supplied  36  per  cent  of  Czechoslo¬ 
vakia’s  petroleum  imports,  and  44  per  cent  of  its 

26.  Ibid.,  p.  3. 

27.  League  of  Nations,  International  Trade  Statistics  1938 
(Geneva,  1939),  p.  246. 

28.  UNRRA,  cited.  Transport  Rehabilitation  in  Czechoslovakia, 
O.AP  No.  17,  January  1947. 
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imports  of  natural  and  synthetic  rubber.^^  The 
country’s  main  postwar  commercial  imports  have 
been  iron  ore,  petroleum  and  petroleum  products, 
cotton,  salt  and  some  foodstuffs.  As  the  foreign 
exchange  situation  improved,  Czechoslovakia  im¬ 
ported  certain  finished  products,  notably  chemicals, 
aircraft  and  motors,  and  silk.  Among  its  principal 
exports  in  1945  and  1946  were  manufactured  iron¬ 
ware  (the  most  valuable  single  item),  soft  coal, 
coke,  potatoes,  sugar,  malt  and  hops,  glass  (the 
nearest  competitor  to  iron  goods),  machinery,  and 
textiles. 

Wartime  developments  profoundly  affected  the 
direction  of  Czechoslovakia’s  foreign  trade.  In  the 
early  stages  of  the  postwar  period  Czechoslovakia, 
cut  off  by  transport  difficulties  from  other  parts  of 
the  world,  and  unable  to  obtain  prewar  goods  from 
devastated  Germany,  traded  mainly  with  the 
U.S.S.R.  and  Switzerland.  In  1945  the  U.S.S.R.  re¬ 
placed  Germany  as  Czechoslovakia’s  chief  source 
of  supply,  providing  32.7  per  cent  of  Czech  im¬ 
ports  (compared  with  Germany’s  share  of  17.3  per 
cent  in  1937),  and  Switzerland  in  that  year  pur¬ 
chased  32.5  per  cent  of  Czech  exports  (compared 
with  15  per  cent  of  all  exports  sold  to  Germany  in 

1947)-^° 

When  transfxirt  conditions  materially  improved 
in  1946,  largely  through  the  efforts  of  the  Euro¬ 
pean  Central  Inland  Transport  Organization,  this 
ratio  changed  considerably.  By  the  end  of  1946 
Czechoslovakia’s  foreign  trade  had  not  only  ex¬ 
panded  in  volume,  but  had  become  increasingly 
diversified  by  countries.  While  the  U.S.S.R.  and 
Switzerland  retained  their  leading  positions,  their 
resj^Kctive  proportions  of  the  total  foreign  trade  of 
Czechoslovakia  markedly  declined.  Czech  exports 
to  the  U.S.S.R.  in  1945  and  1946  were  about  13  per 
cent  of  the  total,  but  in  the  first  half  of  1947  de¬ 
clined  to  5  per  cent;  while  Czech  imports  from  the 
U.S.S.R.,  which  in  1945  represented  one-third  of 
the  total,  declined  to  about  10  per  cent  in  1946  and 
to  less  than  5  per  cent  in  the  first  half  of  1947.^’ 
More  important  is  the  increase  of  Czech  trade  with 
other  countries  of  the  Eastern  “bloc”  which,  taken 
together  with  that  of  Russia,  is  estimated  to  account 
for  40  to  45  per  cent  of  total  Czech  foreign  trade. 
Czechoslovakia’s  imports  since  liberation,  as  com¬ 
pared  with  1937,  have  increased  by  16  per  cent  with 
Eastern  Europe,  9.8  per  cent  with  the  Scandi¬ 
navian  countries,  7.7  per  cent  with  Switzerland; 
and  have  declined  by  12,8  per  cent  with  Germany 

20-  UNRRA,  The  Foreign  Trade  of  Czechoslovakia,  cited,  pp. 
12,  oy. 

30.  I  hid.,  p.  16. 

31.  UN  Oepartment  of  F.conomic  Affairs,  Economic  Report: 
Salient  Features  of  the  World  Economic  Situation,  ig4S-47 
(Lake  Success,  New  York,  fanuary  1948),  p.  177. 


and  19.7  per  cent  with  the  United  States.  Exports, 
meanwhile,  have  increased  8.2  per  cent  with  East¬ 
ern  Europe,  7.7  per  cent  with  the  Scandinavian 
countries,  12.1  per  cent  with  Switzerland;  and  have 
declined  6.8  per  cent  with  Germany,  and  21.9  per 
cent  with  the  United  States.^^ 

Under  the  five-year  Czechoslovak-Russian  trade 
agreement  of  December  4,  1947,  trade  with  Russia 
will  account  for  17  to  18  per  cent  of  total  Czech 
foreign  trade — a  drop  from  the  peak  figure  of  over 
30  per  cent  in  1945.  The  agreement  with  Russia  pro¬ 
vides  for  the  export  by  Czechoslovakia  of  such  goods 
as  oil,  pipes,  and  machinery,  and  certain  consumer 
gcx)ds,  such  as  textiles,  gloves,  and  porcelain.*^ 
Like  other  countries  of  the  region,  Czechoslo¬ 
vakia  has  conducted  its  foreign  trade  since  the  war 
mainly  on  the  basis  of  short-term  barter  agree¬ 
ments  subject  to  renewal.  By  1948  Czechoslovakia 
had  such  agreements  with  25  countries  in  the  East 
and  West,^^  but  had  not  yet  completed  a  trade 
agreement  with  the  United  States.^^  Despite  its  pres¬ 
ent  dependence  on  bilateral  agreements,  Czechoslo¬ 
vakia  has  constantly  professed  a  desire  ultimately 
to  return  to  a  system  of  multilateral  trade  in  free 
currencies,  once  conditions  are  favorable  to  such  a 
development,  and  has  participated  in  the  European 
Economic  Commission  as  well  as  in  negotiations 
for  an  International  Trade  Organization  in  Geneva 
and  Havana.  On  March  16,  after  the  Communist 
coup,  the  Czechoslovak  government  announced  in 
Havana  that  it  would  sign  the  protocol  for  pro¬ 
visional  application  of  the  General  Agreement  on 
Tariffs  and  Trade.  At  the  same  time,  the  desire  to 
assure  stability  of  Czech  industrial  products  has 
caused  Prague  to  look  with  favor  on  long-term 
co-operation  for  the  development  of  trade  with  the 
U.S.S.R.  and  other  countries  of  Eastern  Europe, 
all  of  which  urgently  need  the  products  of  Czech 
heavy  and  light  industries  and  are  expected  to 
be  “depression-proof.”  UNRRA  observers  have 
summed  up  Czechoslovakia’s  foreign  trade  dilem¬ 
ma  in  the  following  words:  “The  government  must 
find  a  means  of  reconciling  the  need  of  equipment 
from  the  west  with  the  economic  desirability  of 
expanding  its  trade  with  the  east.”^^ 

Following  the  Communist  coup,  the  government 
announced  complete  nationalization  of  foreign 

32.  See  Table  XI,  UNRRA,  The  Foreign  Trade  of  Czechoslo' 
vakia,  cited,  p.  19. 

33.  New  York  Times,  December  5,  1947. 

34.  Belgium,  Brazil,  Bulgaria,  Denmark,  Egypt,  France,  Fin¬ 
land,  Netherlands,  Chile,  Iceland,  Italy,  Yugoslavia,  Hungary, 
Mexico,  Norway,  Germany  (Anglo-American  zone),  Poland, 
Rumania,  Greece,  U.S.S.R.,  Sweden,  Switzerland,  Turkey, 
Uruguay,  and  Venezuela. 

35.  UNRRA,  The  Foreign  Trade  of  Czechoslovakia,  cited. 

36.  Ihid.,  p.  29. 
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trade,  but  at  the  same  time  emphasized  its  desire 
>  to  maintain  trade  with  the  countries  of  the  West 
which,  according  to  its  calculations,  would  continue 
I  to  constitute  between  55  and  60  per  cent  of  Czecho- 
i  Slovakia’s  total  foreign  trade.  The  change  in  gov¬ 
ernment,  however,  adversely  affected  Prague’s  ap¬ 
plication  to  the  International  Bank  for  a  $350  mil¬ 
lion  loan. 

Poland 

I  The  first  country  to  be  invaded  by  the  Germans, 
and  the  last  to  be  liberated,  Poland  for  six  years 
was  swept  by  war  and  rent  by  partition — first  dur- 
;  ing  the  German  invasion  in  1939,  followed  by  Rus- 
\  sian  occupation  of  the  Eastern  territories,  then 
again  during  the  German  attack  on  the  U.S.S.R. 
1  in  1941,  and  finally  in  the  period  of  Soviet  libera- 

'  tion  from  1944  to  the  end  of  hostilities  in  1945.^’ 

“These  military  operations,”  in  the  words  of  an 
UNRRA  report  in  1947,  “resulted  in  the  most 
t  widespread  and  complete  destruction  of  industrial 

1  buildings,  equipment,  power  installations  and 
workers’  dwellings,  and  meant  the  virtual  elimina- 
i  tion  of  large  sections  of  industrial  activity.” 

The  Germans,  during  their  six  years  of  occupa¬ 
tion,  integrated  Polish  industry  so  far  as  possible 
with  war  industry  in  the  rest  of  Axis  Europe,  re¬ 
moving  some  equipment  to  Germany,  making  ex¬ 
haustive  use  of  other  machinery,  and  closing  down 
entirely  certain  sectors  of  industrial  enterprises  not 
adapted  for  war  purposes.  Installations  and  equip¬ 
ment  not  operating  as  part  of  the  German  indus¬ 
trial  plan,  and  not  destroyed  or  removed,  “were  al¬ 
lowed  to  fall  into  a  state  of  utter  disrepair  and  de¬ 
terioration.”  The  Polish  government’s  estimates  of 
war  losses  and  damage  indicate  that  “material 
losses  in  the  old  territories  within  the  present  boun¬ 
daries  of  Poland  amounted  to  $18,200,000,000  of 
which  $5,700,000,000  was  in  industry  and  $3,500,- 
000,000  in  transport  and  communications.”  In  the 
“recovered”  territories — that  is  German  territories 
assigned  to  Poland  under  the  Potsdam  agreement 
of  July  1945 — “over  20  per  cent  of  the  total  prewar 
industrial  facilities  and  nearly  all  the  facilities 
added  during  the  war  were  destroyed  or  removed.” 
The  extent  of  war  losses  varied  from  complete  de¬ 
struction  of  the  machine  tool  industry  and  90  per 
cent  of  the  metal  industry  to  70  per  cent  of  the 
woolen  textile  industry.  The  serious  bottlenecks 
created  by  this  heavy  destruction  were  further 
,  aggravated  by  the  fact  that  a  part  of  Polish  indus- 
'  ,  try  had  been  equipped  with  machinery  of  German 
nianufacture,  and  that  owing  to  wartime  destruc- 

57-  UNRRA,  cited,  Industrial  Rehabilitation  in  Poland  (re- 
'ised),  OAP  No.  35,  April  1947. 


tion  or  damage  of  German  industry,  it  proved  dif¬ 
ficult  to  obtain  replacements  and  spare  parts.  “In 
many  cases,  there  is  no  alternative  but  to  order 
completely  new  equipment  abroad.” 

To  compensate  Poland  for  war  damage,  the  Big 
Three  agreed  at  Potsdam  to  recognize  Polish  claims 
to  reparations,  which  were  to  be  met  from  the 
Russian  quota  of  German  reparations,  the  exact 
percentage  and  details  being  left  for  direct  nego¬ 
tiations  between  Poland  and  the  U.S.S.R.  As  a  re¬ 
sult  of  these  negotiations,  an  agreement  was  con¬ 
cluded  by  the  two  countries  providing  for  a  Polish 
share  of  15  per  cent  of  reparations  from  the  Russian 
zone  of  occupation  and  15  per  cent  of  the  share  of 
the  U.S.S.R.  from  the  industrial  reparations  col¬ 
lected  from  Western  Germany.  In  return,  Poland 
was  to  furnish  a  specified  quantity  of  coal  to  Rus¬ 
sia.  As  of  1947  little  industrial  equipment  had  been 
delivered  to  Poland  by  Russia  on  account  of  its 
share  in  the  reparations  due  the  Soviet  government 
in  Western  Germany,  but  reparations  in  tbe  form 
of  raw  materials  and  equipment  were  being  sup¬ 
plied  from  the  Russian  zone. 

As  a  result  of  the  Yalta  (1944)  and  Potsdam 
(1945)  agreements,  Poland  transferred  to  the 
U.S.S.R.  181,000  square  kilometers  of  predominant¬ 
ly  agricultural  territory  in  the  East,  acquiring,  in 
turn,  104,000  square  kilometers  of  territory  includ¬ 
ing  the  industrial  complex  of  ex-German  Upper 
and  Lower  Silesia  with  its  rich  coal  mines,  and  a 
.section  of  the  Baltic  coast  and  part  of  East  Prussia. 
This  resulted  in  a  net  reduction  of  20  per  cent  in 
territory.  Territorial  changes,  taken  together  with 
heavy  population  losses  during  the  war,  reduced 
the  country’s  population  from  35  million  in  1939 
to  24  million  in  1945. 

Wartime  territorial  changes  left  Poland  with  only 
23  per  cent  of  its  former  oil  production  (the  oil¬ 
fields  of  Eastern  Poland  having  been  transferred 
to  Russia),  and  none  of  its  former  resources  of 
potassium  salts  (for  which  it  now  relies  on  Czecho¬ 
slovakia).  Compared  with  its  prewar  resources, 
however,  Poland  gained  some  very  important  coal 
mines  in  German  Silesia  which,  if  operating  at 
prewar  capacity,  would,  it  is  estimated,  increase 
the  country’s  production  by  some  80  per  cent.  Po¬ 
land  has  also  acquired  increased  resources  in  the 
form  of  lead  and  zinc,  iron  ore,  and  minerals  such 
as  cadmium,  cobalt,  gypsum,  gneiss  and  kaolin 
which  it  had  to  import  before  the  war.  In  the  field 
of  transport  Poland  has  acquired  the  highly  de¬ 
veloped  railway  network  of  Silesia,  which  should 
be  of  benefit  to  its  expanded  industry,  as  well  as 
control  of  the  Oder,  commanding  large  sections 
of  the  Central  European  water-transport  network. 
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and  promising  Poland  profitable  transit  trade  in 
the  future. 

While  Poland’s  gains  in  natural  resources  and 
industrial  production  facilities  appear  impressive,  it 
must  be  borne  in  mind  that  the  plants  acquired  in 
the  “recovered”  territories  have  been  seriously  dam¬ 
aged  by  war,  and  will  have  to  be  reconstructed 
and  re-equipped  by  the  Poles — an  undertaking  that 
involves  grave  financial  problems.  Poland,  more¬ 
over,  is  faced  with  serious  manpower  difficulties, 
due  to  losses  suffered  by  the  Polish  population  dur¬ 
ing  the  war  which  are  estimated  at  6  million  (the 
highest  relative  loss  of  any  of  the  countries  con¬ 
quered  by  the  Germans),  and  various  wartime  mi¬ 
grations  which  are  believed  to  have  affected  8  mil¬ 
lion  persons.  Following  the  war,  the  Polish  govern¬ 
ment  expelled  approximately  8.5  million  Germans 
from  the  “recovered”  territories,  and  reintegrated 
into  the  country’s  new  boundaries  over  5  million 
Poles  who  returned  from  other  parts  of  Europe, 
the  Near  East,  the  U.S.S.R.  and  the  Polish  terri¬ 
tories  transferred  to  Russia.  Lack  of  sufficient  man¬ 
power,  especially  skilled  workers,  to  develop  Po¬ 
land’s  agricultural  and  industrial  resources  has  led 
the  Polish  government  to  inaugurate  an  intensive 
drive  for  modernization  and  rationalization  of  pro¬ 
duction.  Widespread  adoption  of  modern  methods, 
how-ever,  lequires  importation  of  new  technical 
equipment  which,  at  the  present  time,  must  be 
obtained  chiefly  from  the  United  States  and  Britain. 

.MEASURES  OE  NATIONALIZATION 

Like  all  the  other  countries  of  Eastern  Europe, 
Poland  has  nationalized  a  sector  of  its  economy. 
An  enabling  act  adopted  on  January  3,  1946  pro¬ 
vided  for  nationalization  of  industries  in  three  cate¬ 
gories:  i)  enterprises  owned  by  Germany  and  the 
free  state  of  Gdansk  (Danzig),  or  by  citizens  of 
(jcrmany  or  (klansk  (these  were  nationalized  with¬ 
out  compensation);  2)  industrial  and  mining  en¬ 
terprises  in  the  following  fields:  coal,  oil  and  gas, 
synthetic  oil,  jxiwer,  transport  and  communica¬ 
tions,  some  public  utilities,  armament,  aircraft  or 
explosive  factories,  sugar  refineries  and  distilleries, 
breweries,  yeast  factories,  flour  and  oil  seed  factories 
(the  four  last-named  only  if  above  a  certain  size), 
textile  industries,  and  printing  works;  3)  factories 
in  the  remaining  branches  of  industry  in  which  full 
production  involves  the  employment  of  over  50  em¬ 
ployees  in  any  one  shift — a  limit  subsequently  raised 
to  KX)  employees,  and  in  some  industries  to  400. 
Newly  established  industries  are  exempt  from  na¬ 
tionalization  even  though  productive  capacity 
should  grow  beyond  the  limit  mentioned  for  the 
third  group. 

Under  the  law,  certain  industrial  and  commercial 


activities  have  been  reserved  exclusively  for  the  } 
government  sector.  Nationalized  enterprises  enjoy  I 
various  advantages  over  private  ones,  notably  with 
respect  to  taxes,  which  are  higher  for  the  private  < 
sector.  Tax  concessions,  however,  are  given  to  co-  j 
operatives,  both  large  and  small,  to  communal  sav¬ 
ings  banks,  and  to  communal  enterprises.  All  gov-  ■ 
ernment  undertakings  obtain  raw  materials  at  con¬ 
trolled  prices,  except  for  certain  luxury  categories 
for  which  commercial  prices  must  be  paid.  Prod-  ' 
ucts  manufactured  by  state  concerns  must  be  sold 
at  manufacturing  cost,  allowing  for  depreciation  * 
of  equipment  but  not  for  profit,  to  other  state  i 
enterprises.  | 

It  is  the  consensus  of  foreign  observers  that  Po-  { 
land’s  postwar  economy,  for  the  time  being  at  least,  ! 
is  a  combination  of  state  and  privately  owned  en-  | 
terprise.  About  60  per  cent  of  the  country’s  workers  I 
are  in  agriculture,  which  is  still  operated  on  the 
basis  of  private  enterprise,  about  20  per  cent  in 
private  industry  and  trade,  and  only  20  per  cent 
in  the  nationalized  sector.  The  Three-Year  plan  en¬ 
visages  that  even  by  1949  only  25  per  cent  of  the 
workers  will  be  in  the  nationalized  sector,  while  the 
number  of  workers  engaged  in  private  industry 
and  trade  will  have  been  expanded  to  25  per  cent. 

A  preponderant  part  of  Poland’s  nationalized  in¬ 
dustries  is  controlled  by  the  Ministry  of  Industry 
and  Trade,  headed  by  Hilary  Mine,  a  member  of 
the  Communist  party,  regarded  by  many  foreign 
observers  as  one  of  the  ablest  leaders  in  postwar 
Eastern  Europe.  There  are  two  other  ministries 
concerned  with  economic  affairs — the  Ministry  of 
Shipping  and  Navigation,  and  the  Ministry  of  Food 
Supply.  The  administration  of  given  industries 
is  entrusted  to  “Central  Boards,”  which  are  to  be 
operated  as  individual  enterprises.  In  1947  there 
were  fourteen  such  central  boards,  including  the 
Central  Board  for  the  Coal  Industry,  the  Central 
Board  of  Power  Supply,  the  Central  Board  for  the 
Metallurgical  Industry,  and  so  on.  Problems  relat¬ 
ing  to  town  planning,  housing,  and  public  utilities, 
with  the  exception  of  industrial  structures,  are 
handled  by  the  Ministry  of  Reconstruction.  Min¬ 
isters  administering  the  government’s  economic  ac¬ 
tivities  constitute  the  Economic  Committee  of  the 
Council  of  Ministers.  A  Central  Board  of  Planning 
prepares  the  National  Economic  Plan  and  super¬ 
vises  its  performance.  The  president  of  this  Cen¬ 
tral  Board  of  Planning  acts  as  secretary  of  the  Eco¬ 
nomic  Committee  of  the  Council  of  Ministers.  The 
Central  Planning  Board  is  subject  directly  to  the 
Premier.^®  The  State  Financial  Plan  is  prepared. 

38.  UN  Department  of  Economic  Affairs,  Economic  Develop 
ment  in  Selected  Countries:  Plans,  Programmes  and  Agencies 
(Lake  Success,  October  1947),  p.  208. 
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and  its  execution  controlled;  by  the  Ministry  of 
Finance  in  co-operation  with  the  bank  of  issue,  the 
Polish  National  Bank.  The  Polish  banking  system, 
in  considerable  part  nationalized,  provides  an  im¬ 
portant  channel  for  the  financing  of  investments  in 
accordance  with  the  State  Financial  Plan.  A  large 
part  of  investment  expenditure  in  the  nationalized 
sector  is  provided  directly  out  of  the  state  budget. 

The  co-operative  sector  plays  an  important  part 
in  the  economic  life  of  Poland,  especially  with  re¬ 
spect  to  large-scale  procurement  and  storage  of 
agricultural  products  and  the  distribution  of  con¬ 
sumer  goods.  Co-operatives  have  been  reorganized 
by  the  present  government,  and  closely  linked  to  the 
state.  Plans  of  operation  worked  out  by  individual 
co-operatives  are  adjusted  with  the  appropriate  min¬ 
istries.  The  co-operatives  and  co-operative  whole¬ 
sale  societies  are  associated  in  the  Auditing  Union 
of  Co-operatives.  The  largest  of  the  co-operative 
societies,  Spolem,  supplies  merchandise  to  a  num¬ 
ber  of  co-operatives  and  also  acts  as  a  general  pur¬ 
chasing  agent  for  the  government. 

So  far  as  the  private  sector  is  concerned,  there  is 
no  rigid  planning  of  its  activities.  General  outlines 
for  the  development  of  private  industry  and  the 
aid  necessary  to  carry  out  detailed  plans,  however, 
are  discussed  by  the  respective  government  agen¬ 
cies  with  the  Union  of  Chambers  of  Industry  and 
Commerce. 
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During  the  first  postwar  year,  Poland  experi¬ 
enced  a  striking  degree  of  recovery,  especially  given 
the  appalling  dislocation  of  its  production  and 
transportation  facilities.  It  has  been  estimated  that, 
taking  1938  as  equal  to  100,  Poland’s  industrial 
production  in  its  present  boundaries  compared 
with  former  territory  stood  at  lOo  in  December 
1946,  and  at  133  in  September  1947;  compared  with 
corresponding  territory,  however,  it  stood  at  46  in 
December  1946  and  at  61  in  September  1947.^^  The 
most  impressive  recoveries  were  achieved  in  coal 
mining  and  iron  and  steel,  the  basic  industries  on 
which  future  economic  expansion  depends. 

In  1947)  however,  as  the  possibilities  of  recovery 
from  resources  available  within  Poland  reached  a 
limit,  the  rate  of  recovery  showed  signs  of  slowing 
down.  Like  other  countries  conquered  by  the  Ger¬ 
mans,  Poland  not  only  had  to  repair  wartime  de¬ 
struction,  but  had  to  make  up  a  six-year  backlog 
of  what  should  have  been  normal  replacement  in 
equipment  and  machinery.  The  principal  bottle¬ 
necks,  however,  cannot  be  eliminated  without  im¬ 
ports  from  abroad  which,  at  present,  means  prin¬ 
cipally  the  United  States.  According  to  UNRRA 

39-  International  Monetary  Fund,  Internaiional  Financial  Sta¬ 
tistics  (Washington,  February  1948),  Vol.  I,  No.  2,  pp.  106-107. 


reports,  the  chief  items  urgently  needed  are  steel 
rolling  mill  equipment  to  rehabilitate  and  modern¬ 
ize  existing  capacity;  heavy  machinery  for  the  coal 
and  oil  mining  industries;  spare  parts  for  the  elec¬ 
trical,  paper,  leather  and  cotton  textile  industries; 
and  scientific  instruments  and  tools  for  technical 
laboratories.  Further  rehabilitation  of  Polish  in¬ 
dustry,  it  is  agreed  by  Poles  and  foreign  observers 
alike,  depends  primarily  on  the  possibility  of  ob¬ 
taining  and  paying  for  capital  equipment  manu¬ 
factured  in  advanced  industrial  countries. 

THE  THREE-YEAR  PLAN 

These  various  problems  are  frankly  faced  in  Po¬ 
land’s  Three-Year  plan  covering  the  jieriod  Janu¬ 
ary  I,  1947  to  December  31,  1949,  which  is  first 
and  foremost  a  reconstruction  plan,  not  a  plan  for 
new  development."^”  The  two  major  objectives  of 
the  plan  are  restoration  of  agricultural  production 
as  rapidly  as  possible,  and  of  Polish  industry, 
including  that  taken  over  from  Germany,  to 
prewar  levels  of  production.  It  is  contemplated 
that,  by  the  end  of  1949,  agricultural  production 
will  be  only  80  per  cent  of  the  prewar  production 
in  the  area  within  the  present  boundaries  of  Po¬ 
land,  mainly  because  of  difficulties  of  rebuilding 
livestock  resources."^'  Considerable  expansion  of 
industrial  capacity  is  envisaged.  According  to  the 
plan,  industrial  production  at  the  end  of  1949  will 
be  52  {>er  cent  greater  than  in  prewar  Poland  and 
228  per  cent  of  the  output  within  present  boun¬ 
daries  which,  of  course,  include  the  “recovered” 
territories. 

In  the  industrial  sphere,  the  Three-Year  plan 
emphasizes  the  manufacture  of  supplies  for  agri¬ 
cultural  production,  notably  farm  machinery  of  all 
kinds,  and  fertilizer;  electric  installations  and  out¬ 
put  of  electricity;  and  a  high  priority  for  invest¬ 
ments  in  transport — in  the  first  instance  railways, 
then  highways,  inland  waterways,  and  sea  naviga¬ 
tion.  Special  attention  is  devoted  to  increased  pro¬ 
duction  of  coal,  which  is  Poland’s  principal  and 
most  valuable  item  of  export,  as  well  as  the  essen¬ 
tial  basis  of  its  industrial  development.  The  plan 
calls  for  an  increase  in  coal  output  from  70  million 
tons  in  1948  (equal  to  prewar  production  within 
Poland’s  postwar  bcjundaries)  to  80  million  tons  in 
1949.  This  increase  is  to  be  achieved  primarily  by 
increased  productivity  per  man  shift,  which  in 
turn  is  to  be  attained  through  heavy  investment  in 

40.  UN,  Economic  Development  in  Selected  Countries,  cited, 
pp.  15,  197. 

41.  For  expert  recommendations  on  improvements  in  Polish 
agricultural  production  and  distribution,  as  well  as  in  the  Polish 
diet,  see  Food  and  Agriculture  Organizations  of  the  UN,  Major 
Findings  and  Recommendations  of  the  F/fO  Mission  for  Po¬ 
land  (Washington,  October  1947). 
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new  mining  machinery.  In  the  early  stages  of  the 
postwar  period  Russia,  whose  own  coal-producing 
Donbas  region  had  to  be  reconstructed,  imported 
a  large  share  of  Poland’s  coal  exports,  estimated  at 
13  million  tons  a  year  out  of  20  million  available 
for  export.  In  1947,  however,  following  recovery  in 
the  Donbas,  the  Soviet  government  reduced  its  im¬ 
ports  of  Polish  coal  to  7  million  tons  a  year,  leaving 
a  considerable  balance  for  export  to  Western  coun¬ 
tries.  Coal  exports  are  expected  to  reach  28  million 
tons  in  1948  and  35  million  tons  in  1949.  Polish 
coal  is  now  being  shipped  to  Sweden,  Italy,  Switz¬ 
erland,  Austria,  and  other  countries  outside  the 
Russian  orbit. 

The  Three-Year  plan  also  places  considerable 
stress  on  the  output  of  consumer  goods.  In  the 
sphere  of  agriculture,  the  plan  proposes  to  bring 
under  cultivation  land  not  yet  cultivated;  to  in¬ 
crease  the  yield  per  hectare  by  greater  use  of  agri¬ 
cultural  machinery,  tractors,  and  fertilizer,  both 
domestic  and  imported;  to  rebuild  the  number  of 
livestock,  which  even  in  1949  is  not  expected  to 
reach  the  1938  level,  except  for  pig  raising;  to 
diversify  agriculture  hy  expansion  of  dairy  farm¬ 
ing;  and  to  increase  food  processing. 

The  Three-Year  plan  calls  for  a  total  investment 
of  $3.4  billion.  The  major  part  of  this  investment 
is  expected  to  be  provided  by  internal  financing. 
In  January  1948  the  government,  in  an  effort  to 
build  up  reserves  of  savings  that  would  furnish 
the  state  with  bank  credits,  put  through  a  law  mak¬ 
ing  bank  savings  compulsory  for  all  citizens  with 
incomes  of  more  than  $600  a  year.  This  plan,  it 
was  estimated,  would  provide  $50  million  for  gov¬ 
ernment  investment  in  1948.  The  savings  are  to 
be  returned  in  installments  if  the  owner  under¬ 
takes  an  investment  himself  in  the  form  of  house 
building,  factory  construction,  or  farm  improve¬ 
ments.  Special  provision  is  made  for  a  reduced  rate 
of  saving  for  residents  of  “recovered”  territories, 
who  face  heavier  expenses  in  rebuilding.'^^ 

Of  the  total  investment  contemplated  by  the 
Three-Year  plan,  however,  approximately  24  p>er 
cent  must  be  financed  by  imp)orts  that  cannot  be 
paid  out  of  Poland’s  exfwrts.  In  the  three  years  1947 
to  1949,  total  required  imports  are  estimated  at 
$1.95  billion  (of  which  only  $169  million  represents 
imports  for  direct  consumption),  while  Poland’s 
planned  exports  in  the  same  period  are  expected  to 
amount  to  only  $1,183  billion  of  which  $830  mil¬ 
lion  represent  coal  exports,  leaving  a  balance  of 
$767  million.  Fulfillment  of  the  plan,  therefore,  is 
clearly  posited  on  imports  from  abroad,  to  be  ob¬ 
tained  through  foreign  loans  or  credits.  In  this  con- 

42.  iVV«’  yor^  Times,  January  29,  1948. 


nection,  Poland  has  applied  to  the  International 
Bank  for  a  loan  o^  $600  million  which  is  still  under 
consideration.  Meanwhile  Russia  has  granted  Po¬ 
land  a  $450  million  credit  for  purchase  of  industrial 
equipment. 

PROSPECTS  FOR  FOREIGN  TRADE  | 

Changes  wrought  in  Poland’s  economy  by  the  | 
war  have  also  brought  about  changes  in  the  scope  ' 
and  character  of  its  foreign  trade.'*^  Over  the  short 
run,  Poland,  itself  faced  with  acute  fcx>d  shortages, 
will  be  unable  to  export  food  in  large  quantities  * 
as  it  did  before  1939  (when  agricultural  products  I 
constituted  25  per  cent  of  its  exports)  except  for 
some  items  such  as  eggs  and  luxury  hams.  Nor, 
having  lost  17  per  cent  of  its  forest  areas  as  a  result 
of  territorial  transfer,  will  it  be  able  to  export  tim¬ 
ber  and  wood  products  on  the  scale  of  prewar 
days,  when  timber  constituted  17  per  cent  of  its 
exports.  Since  Poland’s  entire  potassium  salt  re¬ 
sources,  which  before  the  war  furnished  a  valuable 
export  item,  have  been  acquired  by  the  U.S.S.R.. 
Poland  must  now  import,  instead  of  export,  salts. 

Over  the  long  run,  however,  it  is  expected  that 
Poland,  once  its  agriculture  has  been  rehabilitated 
and  modern  ized,"*"*  will  be  able  to  increase  its 
food  exports  as  compared  with  prewar  years  even 
if  the  standard  of  internal  consumption  is  raised 
considerably,  provided  fertilizer  can  be  obtained 
in  adequate  quantities.  Where  Poland  has  made  a 
striking  gain  in  resources  available  for  export  is 
with  respect  to  coal.  It  is  estimated  that,  even  with 
greatly  increased  demands  for  industry  and  trans- 
jxirt  in  Poland,  the  exportable  supply  of  coal,  coke 
and  coke  products  within  the  country’s  postwar 
boundaries  (which,  of  course,  include  the  rich 
Silesian  coal  mines)  will  exceed  prewar  exports. 
With  the  decline  of  British  and  German  coal  exports 
after  World  War  II,  Poland  occupies  a  key  posi¬ 
tion  in  the  European  market  for  coal,  being  listed 
as  third  in  production.  Iron  and  steel  products  will 
probably  remain  in  short  supply  for  some  time  to 
come,  but  Poland  is  expected  to  export  lead  and  * 
zinc,  acquired  as  a  result  of  territorial  changes,  and  ( 
eventually  a  wide  range  of  finished  industrial  prod¬ 
ucts,  especially  from  the  “recovered”  territories. 

So  far  as  imports  are  concerned,  Poland’s  short- 
run  emergency  need  in  the  first  two  years  after  the 
war  was  for  food,  a  need  supplied  in  1945-46  pri¬ 
marily  by  UNRR  A  with  foodstuffs  from  North  and 
South  America  and  the  British  Dominions.  Over  the 

43.  UNRRA,  cited,  Foreign  Trade  in  Poland  (revised),  OAP 
No.  40,  April  1947;  “Poland’s  Foreign  Trade,”  The  Economist 
(London),  June  14,  1947,  p.  944. 

44.  UNRRA,  cited,  Agrietdture  and  Food  in  Poland  (revised), 
OAP  No.  30,  March  1947, 
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long  run,  as  the  country’s  industrial  production,  es¬ 
pecially  in  the  “recovered”  territories,  is  restored, 
Poland  will  probably  not  need  considerable  imports 
of  finished  and  semifinished  manufactured  goods. 
What  it  will  require  will  be  industrial  machinery, 
tools,  parts  for  replacement,  transport  equipment, 
oil  and  oil  products  (to  replace  the  resources  of 
Polish  oil  ceded  to  the  U.S.S.R.),  and  large  quan¬ 
tities  of  raw  materials  for  industry,  notably  iron 
ore,  as  well  as  fertilizers. 

Contrary  to  the  impression  sometimes  prevalent 
in  the  United  States,  the  Polish  government,  far 
from  favoring  a  policy  of  self-sufficiency  or  an  eco¬ 
nomic  “iron  curtain,”  has  fostered  trade  with  all 
countries  irrespective  of  f)olitical  differences.  Like 
Czechoslovakia,  Poland  has  played  an  active  part 
in  the  European  Economic  Commission — especially 
in  its  Coal  Committee.  Such  changes  as  have 
occurred  in  the  direction  of  Poland’s  foreign 
trade  during  the  first  two  postwar  years  appear 
to  be  due  to  practical  necessities  rather  than 
to  ideological  considerations.  The  sharp  rise 
in  Poland’s  trade  with  the  U.S.S.R.,  often  attrib¬ 
uted  to  a  “satellite”  relationship,  was  due  to  ab¬ 
normal  emergency  conditions  in  1945,  when  Po¬ 
land,  cut  off  from  the  West  by  disruption  of  trans¬ 
port,  found  that  trade  with  the  U.S.S.R.  accounted 
for  90  per  cent  of  its  foreign  trade.  At  that  time 
Russia  was  the  only  country  from  which  Poland 
could  promptly  obtain  such  essential  commodities 
as  iron  ore,  wool,  cotton  and  oil,  as  well  as  Poland’s 
only  customer  which  could  take  delivery  of  Polish 
coal  direct  from  the  pit  heads  in  its  own  transport 
facilities.  The  situation  had  already  altered  in  1946, 
when  UNRRA  provided  a  large  proportion  of  Pol¬ 
ish  imports,  and  Russia’s  share  of  Poland’s  foreign 
trade  had  fallen  to  57  per  cent,  with  prospects  of 
continued  decline,  as  Poland  resumed  trade  and 
communications  with  the  Western  and  Northern 
countries  of  Europe.  It  may  be  expected,  however, 
that  Russia  will  continue  to  be  a  source  of  textile 
raw  materials,  hides,  furs,  fertilizers,  oil,  man¬ 
ganese,  ores  and  timber. 


I  A  significant  change  has  also  taken  place  in  Ger- ' 
{  many’s  share  of  Poland’s  trade,  as  a  result  both  of 
territorial  shifts,  which  have  resulted  in  the  inclu¬ 
sion  of  German  industrial  territories  in  the  boun¬ 
daries  of  Poland,  and  wartime  destruction  of  Ger¬ 
man  industry.  Reversing  their  respective  prewar 
roles,  Poland  will  probably  export  manufactured 
products  and  coal  to  Germany,  and  import  such 
raw  materials  and  semifinished  products  as  may  be 
available  in  the  Reich. 


The  decline  of  Germany  as  a  source  of  industrial 
imports  gives  the  United  States  and  Britain  top 
positions  as  substitute  sources  of  the  machinery, 
tools,  and  equipment  of  all  kinds  urgently  needed 
by  Poland.  The  Polish  government,  however,  like 
other  European  governments,  suffers  from  a  short¬ 
age  of  dollars,  and  has  a  relatively  small  range  of 
exports  needed  by  the  United  States.  The  financing 
of  American  imports  will  therefore  continue  to 
present  many  thorny  problems.  Prospects  for  Polish 
purchases  of  industrial  goods  from  Britain  are  more 
favorable,  since  Britain  offers  a  market  for  Polish 
food,  zinc,  cement  and  chemicals. 

Poland’s  postwar  foreign  trade  has  been  conduct¬ 
ed  largely  on  the  basis  of  detailed  barter  agreements, 
concluded  to  date  with  18  countries  in  Europe 
in  both  the  West  and  East."*’  Sweden  and  Switz¬ 
erland,  however,  granted  Poland  credits  of  100  mil¬ 
lion  Swedish  kroner  and  40  million  Swiss  francs 
respectively,  and  credit  clauses  are  included  in  trade 
agreements  with  Britain,  France,  Italy  and  Den¬ 
mark,  enabling  Poland  to  place  orders  for  goods 
which  cannot  be  delivered  immediately.  By  1947 
Poland’s  level  of  exports  was  80  per  cent  of  the 
prewar  level — a  revival  due  primarily  to  expansion 
of  coal  exports,  which  account  for  two-thirds  of  the 
total  value  of  exports. 

On  January  27,  1948  it  was  reported  from  Mos¬ 
cow  that  Poland  had  concluded  a  five-year  trade 
agreement  with  the  U.S.S.R.  covering  the  exchange 
of  more  than  $i  billion  worth  of  goods.  Russia  also 
granted  Poland  a  medium-term  credit  of  $450  mil¬ 
lion  for  the  purchase  of  industrial  equipment,  un¬ 
dertook  to  deliver  a  steel  mill,  and  promised  to  sell 
on  credit  a  supplementary  200,000  tons  of  grain."**^ 
Russian  engineers  are  to  assist  Poland  in  building 
up  its  industry,  particularly  the  chemical  industry. 

As  a  result  of  the  nationalization  of  its  major 
industries  and,  to  some  extent,  of  its  distribution 
system,  the  foreign  trade  of  Poland  is  largely  con¬ 
trolled  by  state  departments,  co-operatives,  or  state- 
sponsored  companies.  The  Ministry  of  Industry 
and  Trade  is  in  charge  of  trade  negotiations 
with  foreign  countries,  and  issues  permits  for 
expKDrts  and  imports  both  to  nationalized  and 
private  enterprises.  The  government,  however,  does 
not  have  a  monopoly  of  foreign  trade,  and  private 
agencies,  once  they  have  obtained  the  necessary 
permits,  may  deal  direct  with  foreign  traders. 

45.  Austria,  Belgium,  Britain,  Bulgaria,  Czechoslovakia,  Den¬ 
mark,  Finland,  France,  (Jermany,  Hungary,  Rumania,  Iceland, 
Italy,  Norway,  Swetlen,  U.S.S.R.,  Yugoslavia  and  Switzerland. 

46.  New  Yorl^  Times,  January  27,  1948, 
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NATIONAL  ECONOMIC  PLANS* 

Country  Duration  of  Plan  Main  Object  of  Plan 


Cost  of  Plan 


years 

period 

national 

total 

annual 

currency  units 

cost 

average 

Bulgaria 

.  2 

1947-48 

Industrialization  and  rationalization 

55,000 

190 

95 

Czechoslovakia  . 

.  2 

1947-48 

Economic  recovery  ,  .  .  . 

69,880 

1,400 

700 

Hungary 

.  3 

1947-49 

Reconstruction  and  development  . 

6,110 

520 

170 

Poland  . 

.  3 

1947-49 

Reconstruction . 

340,000 

3,400 

1,130 

Yugoslavia . 

.  5 

1947-51 

Reconstruction  and  development  . 

278,300 

5,570 

1,110 

Czechoslovakia:  Of  the  total  amount  of  $1.4 
billion,  two-thirds  are  for  Bohemia  and  Moravia  and 
one-third  for  Slovakia.  As  regards  distribution  for 
different  purposes,  Kcs  25,400  million  are  to  be  de¬ 
voted  to  industry  and  handicrafts,  about  Kcs  5,200 
million  to  agriculture  and  Kcs  39,300  million  to 
transport,  housing  and  public  works. 

Hungary:  Of  the  total  amount,  1,509  million 
forints  is  to  be  used  for  reconstruction  and  moderniza¬ 
tion  of  industry;  1,184  million  forints  for  the  de¬ 
velopment  of  agriculture;  1,707  million  forints  for 
the  reconstruction  and  development  of  communica¬ 
tions;  and  1,594  million  forints  for  the  development 
of  social  and  cultural  institutions, 

Poland:  The  original  cost  of  the  plan  was  calcu¬ 
lated  at  10  milliard  prewar  zlotys,  corresponding  to 


1,900  million  prewar  dollars  at  the  official  rate  of 
the  day.  Converted  into  1947  currency  at  their 
official  rate  (1:100),  this  would  make  Zl.  190  milliard 
for  the  whole  period  of  the  plan.  However,  the 
present  purchasing  power  of  the  Polish  currency 
is  not  sufficiently  taken  into  account  in  the  above 
mentioned  amount.  Allowing  for  the  altered  pur 
chasing  power  of  the  U.S.  dollar  as  indicated  by  the 
wholesale  price  index,  the  1,900  million  1938  dol¬ 
lars  would  correspond  to  about  3,400  million  1946 
dollars  making  Zl.  340  milliard  at  the  1947  official 
parity. 

Yugoslavia:  Of  the  total  amount  of  $5.57  billion, 
41  per  cent  is  for  industrial  plant  and  equipment, 
about  26  per  cent  for  communications,  11  per  cent 
for  electrification,  and  8  per  cent  for  agricultural 
production. 


PLANNED  ECONOMIC  DEVELOPMENT  IN  EASTERN  EUROPE** 


Country 


1946  1947 


{Index  figures:  preu’ar=I00)*** 


Bulgaria 

. 80 

113 

134 

— 

— 

— 

Czechoslovakia  , 

. — 

— 

100 

— 

— 

— 

Hungary 

. — 

— 

— 

100 

— 

— 

Poland  . 

. 38 

57 

65 

80 

— 

— 

Yugoslavia  . 

Industrial  Production 

— 

— 

— 

152 

Bulgaria 

. 91 

136 

167 

— 

— 

— 

Czechoslovakia  , 

. — 

— 

no 

— 

— 

— 

Hungary 

. — 

— 

— 

126 

— 

— 

Poland  . 

. 67 

92 

128 

152 

— 

— 

Yugoslavia  . 

National  Income 

— 

— 

323 

Bulgaria 

. 86 

120 

144 

— 

— 

— 

Czechoslovakia  . 

. 84 

91 

— 

— 

— 

— 

Hungary 

. 57 

72 

86 

101 

— 

— 

Poland  . 

. 50 

71 

93 

116 

— 

— 

Yugoslavia  . 

. — 

— 

— 

— 

— 

193 

International  Settlements,  Seventeenth  Annual  Report,  1st  April  I946-3Ist  March  1947  (Basle,  I6th 

**Ihid. 

♦♦Czccho.slovaki.i:  19.^7=100;  Hungary  and  Poland:  1938=100;  Bulgaria  and  Yugoslavia:  1939=100. 
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ECONOMIC  TRENDS  IN  EASTERN  EUROPE- II  by  Vera  Micheles  Dea 
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